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1. Introduction

Pursuant to 47 C.F.R. Section 1.3 of the Federal Communications Commission’s
(“FCC™) rules and regulations, and paragraph 7 of the FCC’s May 7, 1999 Stay Order', the
Arizona Corporation Commission (“Arizona Commission” or “ACC”) hereby petitions the FCC
for expedited temporary waiver of the effective date of Section 51.507(f) which requires the
establishment of at least three cost-related zones for unbundled network element (“UNE”) rates.
The Arizona Commission has commenced a proceeding to comply with this requirement,
however, that proceeding will not be completed by May 1. 2000. The Arizona Commission,

therefore. requests a temporary waiver of Section 51.507(f) until such time as the Arizona

Commission is able to complete its proceeding.

" See Impiementarion of the Local Competition Provisions of the Telecommunications Acr of 1996, Deaveraged Rate
Zones for Unbundled Network Elements. CC Docket No. 96-98 (May 7. 1999)(“Stay Order™).




I1. Background

On August 8, 1996, the FCC adopted rules implementing Sections 251 and 252 of the
Telecommunications Act of 1996 (“1996 Act”y’. 47 C.F.R. Section 51.507(f) requires state
commissions to establish a minimum of three geographic rate zones for unbundled network
elements and interconnection that reflect cost differences. The Eighth Circuit Court of Appeals
subsequently stayed large portions of the FCC’s rules, including Section 51.507(f), and on July
18, 1997, it vacated the rules on jurisdictional grounds.3 On January 25, 1999, the United States
Supreme Court reversed the Eighth Circuit’s jurisdictional holdings. As a result, the FCC rules
that had been vacated on jursidictional grounds, including Section 51.507(f), were subsequently
reinstated.

On May 7, 1999, the FCC issued a sua sponte stay of the effectiveness of Section
51.507(f), ““until six months after the Commission issues its order in CC Docket No. 96-45
finalizing and ordering implementation of high-cost universal service support for non-rural local
exchange carriers (LECs) under section 254 of the Communication Act of 1934, as amended.” /d.
at para. 3. On November 2, 1999, the FCC issued its Ninth Report and Order and Eighteenth
Order on Reconsideration in the Universal Service Docket® in which it expressly lifted the stay of
the deaveraging requirement effective May 1, 2000. /d. at paras. 119-120.

III.  Discussion

The Arizona Commission requests a temporary waiver of Section 51.507(f) to allow it to
complete a proceeding now ongoing before it to establish UNE cost zones as required by the
FCC’s rules. The specific issue of geographic rate zones is the subject of examination in ACC
Docket No. T-00000A-00-0194, In the Matter of the Investigation into U S WEST

Communicarions. Inc.’s Compliance with Certain Wholesale Pricing Requirements for

* See Implemeniation of the Local Competition Provisions of the Telecommunications Act of 1996, Report and
Order, 11 FCC Red 13499 (1996)(*“Local Competition First Report and Order”).
* lowa Utilities Board v. FCC. 96 F.3d 1116 (8% Cir. 1996); lowa Utilities Board v. FCC. 109 F.3d 418 (8" Cir.

1996) and /owa Utilities Board v. FCC. 120 F.3d 755 (8" Cir. 1997).
! See In the Matrter of Federal-State Joint Board on Universal Service, Ninth Report and Order and Eighteenth

Order on Reconsiderarion. CC Docket No. 96-45 (rel. November 2, 1999)(Universal Service Order™).




Unbundled Nerwork Elements and Resale Discounts. In order to ensure expeditious compliance
with Section 51.307(f), the Arizona Commission will in Phase I of this Investigation focus solely
on the establishment of “interim” geographic deaveraged UNE rates and costing zones. The
Phase I consolidated arbitration is scheduled to commence on May 11, 2000, with interested
parties’ filing direct testimony on April 24, 2000 and responsive testimony on May 1, 2000.

Later phases of the Investigation, in addition to establishing permanent geographic
deaveraged UNE rates and costing zones, will examine other issues as determined by the Arizona
Commission’s Hearing Division. The ACC’s Hearing Division has asked parties to file on or
before April 21, 2000, recommendations for additional phases and the corresponding issues
along with any deadlines that need to be met as a result of a specific legal requirement.
Additional matters subject to review will likely include issues arising from: 1) the United States
Supreme Court’s decision in AT&T v. lowa Utilities Board, 119 S.Ct. 721 (1999), 2) the Federal
District Court for the District of Arizona’s ruling remanding in part portions of the Arizona
Commission’s original arbitration decisions, U S WEST v. Jennings, 46 F.Supp.2d 1004 (D.Ariz.
1999), 3) the FCC’s Third Report and Order in Docket No. 98-147°, 4) the FCC’s Third Report
and Order in Docket No. 96-98’ and, 5) the rates schedules contained in U S WEST’s recently
revised Statement of Generally Available Terms and Conditions.

A temporary waiver is necessary at this time to allow the ACC time to establish
“Interim”deaveraged UNE rates in Phase I on an expedited basis; and further to allow the ACC
additional time in Phase II to more fully consider the complex and interrelated issues raised by
the creation of wholesale cost zones, some of which were discussed by the FCC in its Stay Order.

These issues include, inter alia, the impact of wholesale rate deaveraging upon: 1) universal

* Parties to this Investigation presently include U S WEST Communications. Inc.. AT& T Communications of the
Mountain States. Inc.. MCI WorldCom, Sprint Communications, Rhythms Links, Inc., Electric Lightwave, Inc.,
New Edge Nerworks. Cox Arizona Telcom, Inc., e-spire Communications. the Residential Utility Consumers Office
and ACC Starf.

" In the Maiters or Deplovment of Wireline Services Offering Advanced Telecommunications Capability et al., CC
Docket No. 98-1+7 et al.. Third Report and Order (rel. December 9. 1999).

7 In the Marter or Implementation of the Local Competition Provisions of the Telecommunications Acr of 1996, CC
Docket No. 96-98. Third Report and Order (rel. November 5, 1999).
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service in rural areas and. 2) the traditional averaged rate pricing structure for affected retail
services. The ACC has structured its process to achieve compliance as quickly as possible with
no prejudice to any affected parties. In this regard the ACC’s March 30, 2000 Procedural Order
(Attachment A appended hereto) provides that the interim rates established in Phase I will be
subject to true-up after permanent rates are established in a later phase of the Docket. The ACC
was unable to complete its proceedings on this issue by May 1, 2000, due to the pendency of

many other additional. significant dockets involving U S WEST and the creation of competitive

telecommunications markets in Arizona.

IV. Conclusion

The Arizona Corporation Commission respectfully requests that the FCC grant it an
expedited temporary waiver of 47 C.F.R. Section 51.507(f) until such time as the ACC is able to
complete its proceedings establishing both interim and permanent deaveraged UNE rates. No
party is likelv to be prejudiced from this limited waiver since the ACC has provided that the
interim deaveraged UNE rates established by the ACC will be subject to true-up after permanent

rates are set.

Respectfully submitted this 19* day of April, 2000.

Maureen 4. Scott, Attorney
Legal Division

1200 West Washington Street
Phoenix, Arizona 85032
Telephone: (602) 542-6022
Facsimile: (602) 542-4870

e-mail: maureenscott@cc.state.az.us

ATTORNEYS FOR THE
ARIZONA CORPORATION COMMISSION
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ATTACHMENT A

BEFORE THE ARIZONA CORPORATION COMMISSION

ICARL J. KUNASEK
CHAIRMAN

JIM IRVIN
COMMISSIONER
WILLIAM A. MUNDELL
COMMISSIONER

IN THE MATTER OF INVESTIGATION INTO U S DOCKET NO. T-00000A-00-0194

WEST COMMUNICATIONS, INC.’S

COMPLIANCE WITH CERTAIN WHOLESALE

PRICING REQUIREMENTS FOR UNBUNDLED PROCEDURAL ORDER
NETWORK ELEMENTS AND RESALE

DISCOUNTS.

BY THE COMMISSION:

On January 28, 2000, the Arizona Corporation Commission (“Commission”) Staff
filed a Motion to Reopen Docket or Open a New Sub-Docket (“Motion™). On February 7, 2000,
AT&T Communications of the Mountain States, Inc. and TCG Phoenix (collectively, “AT&T”) filed
Response to Staff's Motion. On February 8, 2000, Cox Arizona Telcom L.L.C. (*Cox”) filed
[Zornments on Staff's Motion. On February 14, 2000, U S WEST Communications, Inc. *U S
'WEST™) filed a Response to Staff’s Motion. On February 15, 2000, MCI WorldCom, Inc. (“MCI")
filed a Response to Staff’s Motion. On February 18, 2000, Sprint Communications Company, L.P.
(“Sprint”™) filed a Joinder in Comments of AT&T and MCL

In its Motion, Staff requested the Commission to reopen this Docket or open a new sub-
docket to examine issues raised as a result of: 1) the United States Supreme Court’s decision in A7&T
Bd, 119 S.Ct. 721 (1999): 2) the District Court’s decision on the Commission’s

v. lowa Utils.
hrbitration order regarding the costs of resold retail and wholesale services, U S WEST v. Jennings, 46
f. Supp.2d 1004 (D.Ariz. 1999); and 3) the Federal Communications Commission’s (“FCC™) order
lifting the FCC’s previous stay of the F CC’s rule requiring geographic deaveraging of wholesale rates
and order requiring U S WEST to establish rates for line sharing.

AT&T. Cox, MCI, and Sprint all supported Staff’s Motion. U S WEST also supported he

IMotion but did request a new docket be established.

A procedural conference was held on this matter on March 24, 2000. As a result, the above-

S/H/JERRY USWUNBUN/00194PO 1
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ATTACHMENT A DOCKET NO. T-00000A-00-0194

captioned new docket was opened.

Pursuant to the Telecommunications Act of 1996, A.C.C. R14-3-109(H) and A.A.C. R14-2-
1505 we hereby established the following procedural guidelines:

IT IS THEREFORE ORDERED consolidated arbitration proceedings shall be held on the

above-captioned matter in at least two phases.

IT IS FURTHER ORDERED that Phase I shall be a consolidated arbitration regarding interim
geographic deaveraging of wholesale rates.

IT IS FURTHER ORDERED that the Phas? I arbitration shall commence on May 11, 2000 at
10:00 a.m. at the Commission’s offices at 1200 West Washington Street, Phoenix. Arizona.

IT IS FURTHER ORDERED that the companies that filed comments® to Staff’s January 28,
2000 Motion are hereby designated as parties to this docket.

IT IS FURTHER ORDERED that additional requests for intervention shall be filed on or

before April 14, 2000.
IT IS FURTHER ORDERED that direct testimony on Phase I shall be filed by all parties by

4:00 p.m. on or before April 24, 2000.
IT IS FURTHER ORDERED that responsive testimony shall be filed by all parties by 4:00

p.m. on or before May 1, 2000.

IT IS FURTHER ORDERED that a pre-arbitration conference on Phase I shall be held
commencing at 1:00 p.m., on May 4, 2000, at the Commission’s offices in Phoenix, Arizona.

IT IS FURTHER ORDERED that the arbitration proceeding on Phase I shall be held
commencing at 10:00 a.m. on May 11, 2000 at the Commission’s offices in Phoenix, Arizona.

IT IS FURTHER ORDERED that interim rates are subject to a true-up after permanent rates
are established in an additional phase to this docket.

IT IS FURTHER ORDERED that the original and ten copies of any non-proprietary filings in
this proceeding shall be made with Docket Control, along with three copies of the filing to the

Arbitraror.

IT IS FURTHER ORDERED that anv proprietary filings (an original and three copies) shall

s As aresult. US WEST, AT&T, Cox, MCI. and Sprint are parties.

S/HAERRY USWUNBUN/00194PO 2




' ATTACH TA DOCKET NO. T-00000A-00-0194

1 | be made with the Arbitrator with a non-proprietary summary (an original and ten copies) filed with

Docket Control.

[\

IT IS FURTHER ORDERED that documents which contain mostly non-proprietary material

(U]

4 | shall be filed with Docket Control, with the proprietary material redacted from the document, and

accompanied by a notice of filing proprietary material with respect to the omitted proprietary

W

portions.

~ O

IT IS FURTHER ORDERED that the proprietary documents, and proprietary portions of
8 | documents, shall be stamped on each page with either “proprietary” or “confidential warnings, and
9 { shall be provided on non-white paper, to clearly indicate the proprietary nature of the documents.

10 IT IS FURTHER ORDERED that all parties shall file on or before 4:00 p.m. on April 21,
11 | 2000, recommendations for additional phases and the corresponding issues along with any deadlines
12 | that need to be met as a result of a specific legal requirement.

13 IT IS FURTHER ORDERED that all parties shall file responsive comments to the Aprnil 21,
14 | 2000 recommendations on or before 4:00 p.m. on May 5, 2000.

15 IT IS FURTHER ORDERED that a transcript shall be made of the consolidated arbitration
16 | proceedings, with the costs to be borne equally by the parties.

17 IT IS FURTHER ORDERED that the Arbitrator(s) may rescind, alter, amend, or waive any
18 | portion of this Procedural Order either by subsequent Procedural Order or by ruling at arbitration.

19 DATED this day of March, 2000.

22 JERRY L. RUDIBAUGH
CHIEF HEARING OFFICER

25 || Copies of the foregoing mailed/delivered
this day of March, 2000 to:

Thomas Dethlefs

U S WEST

28 {1 1801 California Street, Suite 5100
Denver. Colorado 80202
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Richard S. Wolters

AT&T

1875 Lawrence Street, Room 1575
Denver, Colorado 80202-1847

Michael W. Patten

BROWN & BAIN

P.O. Box 400

Phoenix, Arizona 85001-0400

Attorneys for Cox Arizona Telcom, Inc., and
e-spire™ Communications

Michael Grant

GALLAGHER & KENNEDY

2575 E. Camelback Road

Phoenix, Arizona 85016-9225

Attorneys for Electric Lightwave, Inc., COVAD
Communications, Inc. and New Edge Networks

Thomas H. Campbell

LEWIS & ROCA

40 N. Central Avenue

Phoenix, Arizona 85007
Attorneys for Rhythms Links, Inc.

Thomas F. Dixon, Jr.
MCI WorldCom

707 17" Street

Denver, Colorado 80202

Darren S. Weingard

Stephen H. Kukta

SPRINT COMMUNICATIONS CO.
1850 Gateway Drive, 7" Floor

San Mateo, California 94404-2467

Scott S. Wakefield

RUCO

2828 N. Central Avenue, Suite 1200
Phoenix. Arizona 85004

Lyn Farmer. Chief Counsel
LEGAL DIVISION

1200 W. Washington Street
Phoenix. Arizona 85007
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ATTACHMENT

Deborah Scout, Director
UTILITIES DIVISION
1200 W. Washington Street
Phoenix, Arizona 85007

ARIZONA REPORTING SERVICE, INC.
2627 N. Third Street, Suite Three
Phoenix, Arizona 85004-1103

By:

Debbi Person .
Secretary to Jerry L. Rudibaugh

i
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